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International privatisation

In the early 80’s privatisation
activity was confined to the
tradables sector, but in the last
15 years sales of publicly-owned
utilities have tremendously
raide.

In OECD area infrastructure
sales accounted for almost 70%
of OECD receipts in 1998.

Intense global competition
between large multinational
companies with deep roots in the
capital markets has replaced
over-regulated monopolies in
fragmented markets, financed
primarily through budgetary
sources.
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Privatisation by main sector

50%
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France: a major actor of privatisation

After 1986, the French
Economy experienced a wide
process of privatisation…

… but opposite to UK, this
process was not mainly
dedicated to “services of
general interest”.

It’s only in the mid-90ies
that operations of
privatisation of public
utilities occurred with the
case of France Telecom (and
Air France if you also
consider the “services of
general interest”.
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Instead of a continuous process of 
“breath”…

…the privatisation’s dynamic seems to be stopped 
today in France
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 1996: Transformation in “Société Anonyme”

 1997-->1998: Partial privatisation; State’s share decreases to 55%

 1996-->2001: FT’s revenues +100%

 An “ambitious” industrial strategy (and maybe a strategy of
“National Champion” for the French State):

 An aim of pan-european development…

 … combined with a multi-services “spectrum” (fixed, mobile,
Internet)(--> close to EDF’s strategy).

 This strategy is very expensive: ex: the cost of the licence for
UMTS in UK is € 8 billions

 This strategy is driven with an “implicit guarantee” of the French
State.

Privatising France Telecom: the end of a taboo
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The cost of a pan-european strategy
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The French State in front of the bubble 

FT Share’s value
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A huge impact of the public portefolio’s 
value  

-50%
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The French State is still today the main 
shareholder…

0%

2%

35%

0%

43%

71%

4%

56%

51%

51%

50%

53%

47%

0% 20% 40% 60% 80%

Telefonica

Portugal Telecom

KPN

BT Group

Deutsche Telekom

Telia

Telecom Italia

France Telecom

OTE

TDC

Belgacom

Sonera

Telekom Autria

Moyenne : 35%

Source  : T ERA Co ns ult an ts d’après d onnées opéra teurs

French-Czech workshop in Applied Economics / 28-29 april 2003 University of Paris-Dauphine 14

 In December 2002, the new CEO of FT (Thierry Breton)
announced a “surgery plan” to avoid the failure of the firm.

 The French State decided to act quickly with a lend of €9 billions
and a capital increase of € 15 billions (which it will itself provide €
9 billions and the private sector € 6billions).

 But Brussels decided since to open a “State Aid’s procedure” as to
consider the impact on the competition in the telecom sector.

… and wants to act as a “lender of last 
resort”
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 Since the beginning of the 90ies, the EU’s liberalisation
program called for open competition in the generation and
distribution of electricity and fair access to high voltage
transmission lines throughout the EU.

European Electric Industry Restructuring : 
The French position
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=> EDF is facing  a strong “demand of reciprocity”. 

European Electric Industry Restructuring : 
The French position
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 The EDF Group covers all the energy activities in more than 20
countries : energy management (generation, trading, and
optimisation), transmission, distribution, supply, energy services
and development.

 EDF is following a multi market strategy in the EU by purchasing
assets in UK (London Electricity and 24 seven), Italy (Montedison),
Germany (EnBW) and Spain (HidroCantabrico).

(millions d’euros) 31/12/01 31/12/02 
Chiffres d’Affaires 40716 48359 
Resultat Net 1327 481 
 

EDF Group: a multi market 
strategy
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 In 2002, French Prime Minister said that the ownership of the
two government energy operations EDF and GDF would be
gradually opened within the National Assembly’s 5 year term .

 The French government would keep 51% stake at least in the
near term.

 One proposal circulated by a think tank would put only 12% of
EDF in private hands including 2% for EDF’s current European
utility partners in Germany and Italy. The rest would be held by
employees, GDF and 3 external funds.

Which « future » process of privatisation?
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 Two Main Obstacles :

 Existence of EDF – GDF services
 EDF’s pension liabilities and its accounts.

 Despite these difficulties, the government sees privatisation of
state assets as effective ways to raise money to support the
country's pension fund and general budget

Some obstacles, but a political determination
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 A partial privatization of EDF would grant EDF access to
capital markets where it could more easily raise cash for its
international expansion

 Transformation of EDF’s legal status would lead to adoption of
international financial standards

 Mario Monti, has "made it clear that it would be difficult for EDF
to win approval for new acquisitions elsewhere in the EU if it
carried on with this stance [of not liberalizing the French energy
market“

Future EDF could be a new type of firm
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 If privatization and liberalization continue at the current pace,
EDF will not be able to claim for much longer that it is isolated
European stronghold of public monopolies and state
enterprises

 The European Com called France to cut state aid to EDF
slammed by rivals as an unfair advantage in foreign markets.

A process under the close control of Brussels
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 Despite an important activity of privatisation in France during the
last 15 years…

 … the process is, in a way, still in the infancy in sectors of public
utilities (except in traditionally “private” sectors like water).

 Main issues (and fears) are related to the quality (and security) of
public services after privatisation and to the “labor contract” of
public servants.

 But the dynamic of deregulation within Europe (postal services,
electricity,…) will necessarily lead to future privatisations (as
budgetary considerations…)

 In this context, the french strategy of partial and progressive
privatisation induces obvious difficulties--> risks of an anti-
competitive “practices”.

Some key points to keep in mind (1/2)
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 The “case” of France Telecom will impact the future process of
privatisation

 Effects on intra-european competition of State aids

 Dangers for public servants

 EDF might (should?) be the next case

 Because of the “demand of reciprocity” within U.E

 But in a circumstance of a crisis “à la France Telecom”, the
French State wouldn’t be able to act as a Lender of Last
Resort”

Some key points to keep in mind (2/2)
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Privatisation by method of sale
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Public corporations’ contribution to UK 
economy


